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Table 1. Comparing Austria to the United States
United States Austria
Incidence of injuries or illnessesa, 1986-1991 3.9b 7.0c
Institutions
Unions
density 15.6 46.2
coordination 1 3
Outcomes
Unemployment, 1983 - 1996 6.5 3.8
Emp. / Pop. , 1994-1996 73.1 67.3
Labor Productivity, 1994 (US=100)
GDP / Worker 100 87
GDP / Hour 100 100
Notes: Source Nickell and Layard (1999), US Dept of Labor, own calculations.
a. (N/EH) x 200,000, where N is number of injuries and illnesses with days away 
from work, EH is total hours worked by all employees during the calendar year, 
and 200,000 is the base for 100 equivalent full-time workers.
b. All incidences with at least one workday lost.
c. All incidences with at least 4 weeks of workdays lost (see Section 3 for 
details).
Mean Variance
Risk measured at ...
Industry level 7.0 16.8
Firm level 7.0 59.3
0.0 42.5
22
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Table 2. Occupational injury and illness risks, Firm vs Industry
Notes: Source: own calculations. Definition of Incidence: see notes 
to Table 1
Number of industries
Number of firms
Deviations from industry mean
Table 3. Compensation for Illness Risk
Risk measured at
Illness Risk 0.0136 ** 0.0064 ** 0.0119 ** 0.0019 **
(0.0040) (0.0005) (0.0018) (0.0003)
Illness Sqared /1000 -0.2594 -0.0449 ** -0.3026 ** -0.0079 **
(0.1720) (0.0073) (0.0653) (0.0034)
Illness * Tenure / 1000 -0.0023 ** -0.4036 ** -0.001 ** -0.1823 **
(0.0002) (0.0403) (0.0002) (0.0248)
Individual fixed effects No No Yes Yes
Risk differential as % 
of mean wagea 8.28 4.28 6.81 1.28
US 4.92 - - -
Log likelihood -14367.5 -14038.5
Loss function 197.178 200.14
N 42432 42432 42432 42432
Note: Dependent variable: log(yearly compensation). Standard Errors in parentheses. *, ** 
indicate significance at the 10% (5%) level. 
Tobit estimator, Panels A and B, and Honoré (1992) fixed effect estimator, Panels C and D. 
Other controls are share male, share white collar, share 40 to 65 year old in industry/firm, 
firm size, age, tenure, time trend, male, industry fixed effects. 
a. (p*dw/dp)/w, where p is mean risk, dw/dp is the marginal effect at the mean, and w is 
mean wage. The US value is from Hersch (1998).
Industry levelIndustry level Firm level Firm level
A B C D
Figure 1. Equilibrium with three firms and three workers. F1, F2, 
and F3 are isoprofit lines, EU1, EU2, and EU3 are indifference 
curves. 
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Figure 2a. Industry 1 low risk Figure 2b. Industry 1 high risk 
Concave hedonic wage function WW 
w1 
p3 p2 p1 
w3 
w2 
W 
W 
 
w1 
p3 p2 p1 
w3 
w2 
W 
W 
 
Figure 2c. Industry 1 low risk  Figure 2d. Industry 1 high risk 
Convex hedonic wage function WW 
Note: Firm 1 and firm 3 belong to industry 1, firm 2 belongs to industry 2 (consisting of just 
this firm). The fat ray is the locus of industry 1 risk. The industry risk differential is the slope 
from a line starting on the fat ray, going through (w2, p2) 
